
MUNICIPAL MANAGER'S DECLARATION 


I am responsible for the preperation of these annual financial statements, which are set out on pages 1 to 37, in terms of 
Section 126(1) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 13 of these annual financial statements 
are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public 
Office Bearers Act and the Minister of Provincial and Local Government's determination in accordance with this Act. 



S BOITSENG 
MUNICIPAL MANAGER 
8 September 2008 
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MOLOPO LOCAL MUNICIPALITY 

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2008 


Note 


2008 

R 


2007 

R 


REVENUE 

Rental of facilities and equipment 

Interest earned - external investments 

Interest earned - bank 

Interest earned - outstanding debtors 

Government grants and subsidies 

Other income 

Gains on disposal of PPE 


10 

11 


44,496 

722,004 

71,981 

10,000 

6,785,492 

72,849 


30,416 

545,904 

166,708 

782 

16,873,483 

138,651 

9,904 


TOTAL REVENUE 


7 , 706,822 


17 , 765,849 


EXPENDITURE 

Employee related costs 
Remuneration of councillors 
Impairment of receivables 
Depreciation 
Impairment of PPE 
Repairs and maintenance 
Interest paid 
Bulk purchases 
Contracted services 
Grants and subsidies paid 
General expenses 
Loss on disposal of PPE 


12 

13 


14 

15 


2,373,433 

1,308,258 

23,858 

558,992 

353,832 


687,362 

140,708 

3,025,601 

21,467 


2,437,120 

1,057,566 

8,719 

283,299 

124,105 


42,911 

143,525 

1,920,424 

2 


TOTAL EXPENDITURE 


8 , 493,511 


6 , 017,670 


SURPLUS / (DEFICIT) FOR THE YEAR 


- 786,689 


11 , 748,179 


Refer to Appendix D(l) for the comparison with the approved budget 
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MOLOPO LOCAL MUNICIPALITY 

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2008 



Capital 

replacement 

Capitilisation 

Government grant 

Revaluation 

Accumulated 



reserve 

reserve 

reserve 

reserve 

surplus / (deficit) 

Total 


R 

R 

R 

R 

R 

R 

2007 

Balance at 1 July 2006 

Change in accounting policy 

2,474,683 

880,746 

1,750,476 

- 

1,644,079 

6,749,984 

Restated balance 

2,474,683 

880,746 

1,750,476 


1,644,079 

6,749,984 

Surplus / (deficit) for the year 

- 

- 

- 

- 

11,589,439 

11,589,439 

PPE revalued 

. 

- 

- 

- 

. 

- 

Capital grants used to purchase PPE 

-826,887 

- 

1,035,531 

- 

-208,645 

- 

Offsetting of depreciation 


-359,251 

- 

- 

359,251 

- 

Balance at 30 June 2007 

1,647,796 

521,495 

2,786,007 

_ 

13,384,125 

18,339,423 

2008 







Correction of error on surplus 


- 

- 

- 

173,740 

173,740 

Correction of error on reserves 

-25,726 

- 

179,000 


-153,274 

- 

Change in accounting policy 


- 

- 

- 

- 

- 

Restated balance at 1 July 2007 

1,622,070 

521,495 

2,965,007 

. 

13,404,590 

18,513,163 

Surplus / (deficit) for the year 

- 

- 

- 

- 

-786,689 

-786,689 

PPE not previously disclosed 

- 

- 

- 

- 

506,475 

506,475 

PPE revalued 

- 

- 

- 

10,232,808 

- 

10,232,808 

Capital grants used to purchase PPE 

- 

- 

1,208,766 

- 

-1,208,766 

- 

Offsetting of depreciation 

- 

-147,363 

-141,986 

- 

289,349 

- 

Balance at 30 June 2008 

1,622,070 

374,132 

4,031,788 

10,232,808 

12,204,959 

28,465,758 
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MOLOPO LOCAL MUNICIPALITY 
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2008 


Note 


2008 

R 


2007 

R 


CASH FLOW FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, government and other 
Cash paid to suppliers and employees 
Cash generated from / (utilised in) operations 

Interest received 
Interest paid 


16 


6,927,473 

-7,832,959 

-905,486 

803,985 


19,140,969 

-6,104,959 

13,036,010 

713,394 


NET CASH FROM OPERATING ACTIVITIES 

CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of property, plant and equipment 
Proceeds on disposal of property, plant and equipment 
(Increase) / decrease In non-current receivables 


-101,502 


13,749,405 


-1,834,718 

2,735 


-13,032,763 

256,025 


NET CASH FROM INVESTING ACTIVITIES 

CASH FLOW FROM FINANCING ACTIVITIES 

New loans raised / (repaid) 

Increase In consumer deposits 
Decrease / (increase) in short-term loans 


-1,831,983 


-12,776,738 



NET CASH FLOW FROM FINANCING ACTIVITIES 

NET INCREASE / (DECREASE) IN CASH AND CASH 
EQUIVALENTS 

Cash and cash equivalents at the beginning of the year 
Cash and cash equivalents at the end of the year 




-1,933,485 

972,667 



10,369,102 

8,435,617 

9,396,435 

10,369,102 
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MOLOPO LOCAL MUNICIPALITY 

SIGNIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDEC 

30 JUNE 2008 


1. BASIS OF PRESENTATION 

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting Practices (GRAP) and 
the Standards of Generally Accepted Municipal Accounting Practices (GAMAP) prescribed by the Minister of Finance in terms of: 


i) General Notice 991 of 2005, dated 7 December 2005 and issued in Government Gazette No. 28095 of 15 December 2005; and 

ii) General Notice 992 of 2005, dated 15 December 2005 and issued in Government Gazette No. 28095 of 7 December 2005 


These standards are summarised as follows:- 


GRAP 01 

Presentation of financial statements 

GRAP 02 

Cash flow statements 

GRAP 03 

Accounting policies, changes in accounting estimates and errors 

GAMAP 04 

The effects of changes in foreign exchange rates 

GAMAP 06 

Consolidated financial statements and accounting for controlled entities 

GAMAP 07 

Accounting for investments in associates 

GAMAP 08 

Financial reporting of interests in joint ventures 

GAMAP 09 

Revenue 

GAMAP 12 

Inventories 

GAMAP 17 

Property, plant and equipment 

GAMAP 19 

Provisions, contingent liabilities and contingent assets 


Accounting policies for material transactions, events or conditions not covered by the above GRAP and GAMAP Standards have been developed in 
accordance with paragraphs 7, 11 and 12 of GRAP 3. These accounting policies and the applicable disclosures have been based on the South 
African Statements of Generally Accepted Accounting Practices (SA GAAP) including any interpretations of such Statements issued by the 
Accounting Practices Board. 

The Minister of Finance has, in terms of General Notice 552 of 2007 exempted compliance with certain of the above standards and aspects or parts 
of these standards. Details of the exemptions applicable to the municipality have been provided in the notes to the annual financial statements. 


A summary of the significant accounting policies, which have been consistently applied except where an exemption has been granted, are dislosed 
below. 

These Annual Financial Statements are prepared on the historical cost basis. 


2. PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand. 


3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 


4. OFFSETTING 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a Standard of GAMAP, GRAP or 
GAAP. 
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MOLOPO LOCAL MUNICIPALITY 

SIGNIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDEC 

30 JUNE 2008 


5. RESERVES 

5.1 CAPITAL REPLACEMENT RESERVE (CRR) 

In order to finance the provision of infrastructure and other items of property, plant and equipment from internal sources, amounts are transferred 
from the accumulated surplus/(deficit) to the CRR. A corresponding amount is transferred to a designated CRR bank or investment account. The 
cash in the designated CRR bank account can only be utilised to finance items of property, plant and equipment. The CRR is reduced and the 
accumulated surplus/(deficit) is credited by a corresponding amount when the amounts in the CRR are utilised. 


The amount transferred to the CRR is based on the municipality's need to finance future capital projects included in the Integrated Development 
Plan. 

5.2 CAPITALISATION RESERVE 

On the implementation of GAMAP/GRAP, the balance on certain funds, created in terms of the various Provincial Ordinances applicable at the time, 
that had historically been utilised for the acquisition of items of property, plant and equipment have been transferred to a Capitalisation Reserve 
instead of the accumulated surplus/(deficit). The purpose of this Reserve is to promote consumer equity by ensuring that the future depreciation 
expenses that will be incurred over the useful lives of these items of property, plant and equipment are offset by transfers from this reserve to the 
accumulated surplus/(deficit). 


The balance on the Capitalisation Reserve equals the carrying value of the items of property, plant and equipment financed from the former legislated 
funds. When items of property, plant and equipment are depreciated, a transfer is made from the Capitalisation Reserve to the accumulated 
surplus/(deficit). 

When an item of property, plant and equipment is disposed, the balance in the Capitalisation Reserve relating to such item is transferred to the 
accumulated surplus/(deficit). 

5.3 GOVERNMENT GRANT RESERVE 

When items of property, plant and equipment are financed from government grants, a transfer is made from the accumulated surplus/(deficit) to the 
Government Grants Reserve equal to the Government Grant recorded as revenue in the Statement of Financial Performance. When such items of 
property, plant and equipment are depreciated, a transfer is made from the Government Grant Reserve to the accumulated surplus/(deficit). The 
purpose of this policy is to promote community equity by ensuring that the future depreciation expensesthat will be incurred over the useful lives of 
government grant funded items of property, plant and equipment are offset by transfers from this reserve to the accumulated surplus/(deficit). 


When an item of property, plant and equipment financed from government grants is disposed, the balance in the Government Grant Reserve relating 
to such item is transferred to the accumulated surplus/(deficit). 

5.4 RE-VALUATION RESERVE 

The surplus arising from the revaluation of land and buildings is credited to a non-distributable reserve. Land and buildings are not depreciated. 
Revaluations on land and buildings are performed in 3 year cycles. On disposal, the net revaluation surplus is transferred to the accumulated 
surplus/(deficit) while gains or losses on disposal, based on revalued amounts, are credited or charged to the Statement of Financial Performance. 
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MOLOPO LOCAL MUNICIPALITY 

SIGNIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDEC 

30 JUNE 2008 


6. PROPERTY, PLANT AND EQUIPMENT 

In terms of Government Gazette no 30013 of 29 June 2007 the following exemptions are applicable with regards to GAMAP 17: 

Municipalities are not required to review the useful lives of depreciation methods for the items of property, plant and equipment that have be 
recognised in its annual financial statements. 

Testing for and impairing any items of property, plant and equipment is not required during the exemption period. 

A municipality need not apply this standard to any investment properties or biological assets that are recognised at cost. In addition, a 
municipality need not apply this standard to any recognised intangible assets. 

In terms of Government Gazette no 30013 of 29 June 2007 the following exemptions are applicable with regards to IFRSS (AC142): 

The recognitian, measurement and disclosure of assets (and relating liabilities) meeting the criteria of 'non-current assets held for sale' need 
not be accounted for in terms of this standard. 

The municipality has made use of the transitional arrangement contained in GAMAP 17 wherein infrastructure assets are not recognised for the first 
3 years after implementation of the new GRAP / GAMAP standards. 

Property, plant and equipment, is stated at cost, less accumulated depreciation, except land and buildings, which are revalued as indicated below. 


Work-in-progress assets in the process of construction is recognised at cost and is depreciated once brought into use (on receipt of the applicable 
completion certificate from the relevant consulting engineer). 

Where items of property, plant and equipment have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an 
expense in the period that the impairment is identified except where the impairment reverses a previous revaluation. 

Where impaired land and buildings are revalued, the increase in value of land and buildings are recognised as revenue to the extent that it reverses 
the impairment loss previously recognised as an expense. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary asset or monetary assets, or a combination of 
monetary and non-monetary assets was measured at its fair value. If the acquired item could not be measured at its fair value, its cost was measun 
at the carrying amount of the asset given up. 

Subsequent expenditure is capitalised when the recognition and measurement criteria of an asset are met. 

Depreciation is calculated as follows on the different PPE categories of the municipality: 


PPE cateaorv 

Method 

Years 

Land and buildings 

Revalued at fair value 

3 year cycles 

Official vehicles 

Straight-line method over estimated useful life of assets 

5 

Machinery and equipment 

Straight-line method over estimated useful life of assets 

3 

Office equipment 

Straight-line method over estimated useful life of assets 

3 

Office furniture 

Straight-line method over estimated useful life of assets 

7 

Computer equipment 

Straight-line method over estimated useful life of assets 

3 


The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the difference between the sales 
proceeds and the carrying value and is recognised in the Statement of Financial Performance. 

Where the carrying amount of an item of property, plant and equipment is greater than the estimated recoverable amount, it is written down 
immediately to its recoverable amount and an impairment loss is charged to the Statement of Financial Performance. 
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MOLOPO LOCAL MUNICIPALITY 

SIGNIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDEC 

30 JUNE 2008 


7. REVALUATION OF LAND AND BUILDINGS 

Land and buildings are stated at revalued amounts, being the fair value at the date of revaluation. 


8. INTANGIBLE ASSETS 

In terms of Government Gazette no 30013 of 29 June 2007 the following exemptions are applicable with regards to IAS 38 (AC129): 
Municipalities are only required to apply this standard to expenditure relating to software and website costs. 


9. INVESTMENT PROPERTY 

In terms of Government Gazette no 30013 of 29 June 2007 the following exemptions are applicable with regards to IAS 40 (AC135): 

If a municipality has identified property (that was not previously recognised as investment property in its annual financial statements) and has 
not satisfied itself that the item is in actual fact an investment property, it need not apply this standard provided that the item is accounted for 
in terms of GAMAP 17. 


10. FINANCIAL ASSETS 

10.1 Financial assets at Fair Value through Profit or Loss (FVTPL) 

Financial assets at FVTPL are stated at fair value, with any resultant gain or loss credited or charged to the Statement of Financial Performance. 
The net gain or loss credited or charged to the Statement of Financial Performance incorporates any dividend or interest earned on the financial 
asset. 

The fair value of financial assets at FVTPL is determined with reference to quoted market prices. 

On disposal of financial assets at FVTPL, the difference between the net disposal proceeds and the carrying amount is charged or credited to the 
Statement of Financial Performance. 


10.2 Held to maturity investments 

Debt securities that the Municipality has the expressed intention and ability to hold to maturity are recognised on a trade date basis and are initially 
measured at cost. 

Subsequently, held-to-maturity debt securities are measured at amortised cost, less any impairment losses recognised to reflect irrecoverable 
amounts. The annual amortisation of any discount or premium on the acquisition of a held-to-maturity security is aggregated with other investment 
income receivable over the term of the instrument so that the revenue recognised in each period represents a constant yield on the investment. 


10.3 Available for sale investments 

Listed equities are stated at fair value. Fair value is determined with reference to quoted market prices. Gains and losses arising from changes in 
fair value, with the exception of impairment losses, are recognised directly In net assets in the investments revaluation reserve. 


On disposal of available for sale investments or when such investments are determined to be impaired, the cumulative gain or loss previously 
recognised in the investments revaluation reserve is charged or credited to the Statement of Financial Performance. 

Dividends on available for sale equity instruments are recognised in the surplus or deficit when the Municipality’s right to receive payment is 
established. 
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MOLOPO LOCAL MUNICIPALITY 

SIGNIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDEC 

30 JUNE 2008 


10.4 Loans and receivables 

Loans and receivables are recognised on a transaction date basis and are initially measured at cost. 

The impairment of loans and receivables is recognised by adjusting the carrying value through the use of a bad debt provision. Increases or 
decreases to the bad debt provision are recognised as a charge or credit in the Statement of Financial Performance. 


11. LEASES 

In terms of Government Gazette no 30013 of 29 June 2007 the following exemptions are applicable with regards to IAS 17 (AGIOS): 

Smoothing' of operating lease expenses / revenues in the statement of financial performance is not required for the the 2006/07 and 2007/08 
financial years. 

11.1 The municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an asset are transferred to the 
municipality. Property, plant and equipment subject to finance lease agreements are capitalised at their cash cost equivalent and the corresponding 
liabilities are raised. The cost of the item of property, plant and equipment is depreciated at appropriate rates on the straight-line basis over its 
estimated useful life. Lease payments are allocated between the lease finance cost and the capital repayment using the effective interest rate 
method. Lease finance costs are expensed when incurred. 

Operating leases are those leases that do not fall within the scope of the above definition. Operating lease rentals are expensed as they become due. 


11.2 The municipality as Lessor 

Amounts due from lessees under finance leases or instalment sale agreements are recorded as receivables at the amount of the Municipality’s net 
investment in the leases. Finance lease or instalment sale income is allocated to accounting periods so as to reflect a constant periodic rate of return 
on the Municipality’s net investment outstanding in respect of the leases or instalment sale agreements. 

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. 


12. FINANCIAL LIABILITIES 

12.1 Financial liabilities at Fair Value through Profit or Loss (FVTPL) 

Financial liabilities at FVTPL are stated at fair value, with any resultant gain or loss being credited or charged to the Statement of Financial 
Performance. The gain or loss credited or charged to the Statement of Financial Performance includes any interest paid on the financial liability. 


The fair value of financial liabilities at FVTPL is determined by reference to quoted market prices. 

12.2 Other financial liabilities 

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. 

Subsequently, other financial liabilities are measured at amortised cost using the effective rate method, with interest costs being recognised on an 
effective yield basis. The effective interest rate is the rate that discounts estimated future cash payments through the expected life of the financial 
liability, or where appropriate, a shorter period. 
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MOLOPO LOCAL MUNICIPALITY 

SIGNIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDEC 

30 JUNE 2008 

13 REVENUE RECOGNITION 

In terms of Government Gazette no 30013 of 29 June 2007 the following exemptions are applicable with regards to GAMAP 9: 

The initial recognition of revenue at fair value. 

13.1 Revenue from exchange transactions 
Rendering of services 

Revenue arising from the rendering of services and the application of the approved tariff of charges is recognised by reference to the percentage of 
completion as at the reporting date. Where the percentage of completion cannot be measured reliably, revenue from the rendering of services and 
the application of the approved tariff of charges is recognised to the extent of expenses are recoverable. 

Saie of goods 

Revenue from the sale of goods is recognised when the risk is passed to the consumer. 

Service charges 

Operating lease revenue is recognised on a straight-line basis over the lease term. 

Interest, royalties and dividends 

Interest is recognised on a time proportion basis. 

Royalty revenue that is earned on a time basis is recognised on a straight-line basis over the period of the agreement. Royalty revenue that is based 
on production, sales and other measures is recognised by reference to the underlying agreement. 

Dividends are recognised on the date that the Municipality becomes entitled to receive the dividend. 

Other grants and donations 

Revenue from public contributions is recognised when all conditions associated with the contribution have been met. Where public contributions 
have been received but the Municipality has not met the condition, a liability is recognised. 

Contributed property, plant and equipment is recognised when such items of property, plant and equipment are brought into use. 

13.2 Revenue from non-exchange transactions 
Levies 

Revenue from Regional Levies, both those based on turnover as well as those based on remuneration, is recognised on the payment due basis. 
Where declarations have not been submitted, estimated levies based on average data is accrued. Estimates are reviewed regularly to ensure that 
average data is appropriate. The collection of RSC levies have been discontinued by the Minister of Finance as from 1 July 2006. No further levies 
received are recognised as income and is off-set against the levy debtors control account. 

Other 

Donations are recognised on a cash receipt basis or where the donation is in the form of property, plant and equipment, when such items of property, 
plant and equipment are brought into use. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, including those set out in 
the Municipal Finance Management Act (Act No. 56 of 2003) and is recognised when the recoverythereoffrom the responsible councillors or officials 
is virtually certain. 
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MOLOPO LOCAL MUNICIPALITY 

SIGNIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDEC 

30 JUNE 2008 


14. BORROWING COSTS 
14.1 Expensed 

Borrowing costs are recognised as an expense in the Statement of Financial Performance. 


15. PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation as a result of past events, it is probable that an outflow of 
resources embodying economic benefits will be required to settle the obligation and a reliable estimate of the provision can be made. Provisions are 
reviewed at reporting sheet date and adjusted to reflect the current best estimate. Non-current provisions are discounted to the present value using a 
discount rate based on the average cost of borrowing to the Municipality. 


16. CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term highly liquid investments that are held with registered banking 
institutions with maturities of three months or less and are subject to an insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with banks and investments in 
financial instruments, net of bank overdrafts. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are expensed as incurred. 


17. RETIREMENT BENEFITS 

The municipality provides retirement benefits for its employees and councillors. 

Contributions to defined contribution retirement benefit plans are recognised as an expense when employees and councillors have rendered the 
employment service or served office entitling them to the contributions. 

18. UNAUTHORIZED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an allocation received from 
another sphere of government, municipality or organ of state and expenditure in the form of a grant that is not permitted in terms of the Municipal 
Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance 
and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 


19. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), the Municipal Systems Act (Act 
No. 32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the Municipality’s supply chain management policy. 
Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 
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MOLOPO LOCAL MUNICIPALITY 

SIGNIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDEC 

30 JUNE 2008 


20. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonablecare been exercised. Fruitless 
and wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 


21. ACCOUNTS RECEIVABLE 

Accounts receivable are carried at anticipated realisable value. An estimate is made for doubtful receivables based on a review of all outstanding 
amounts at year-end. Bad debts are written off during the year in which they are identified. Amounts that are receivable within 12 months from the 
reporting date are classified as current. 


22. TRADE CREDITORS 

Trade creditors are stated at their nominal value. 


23. CONSTRUCTION GUARANTEES 

In instances where contractors are unable to acquire written construction guarantees, cash deposits are accepted as an alternative. These deposits, 
once received, are paid into a sepparate call account and transferred back to the primary account once released. The deposit is utilised to off-set 
costs incurred by the municipality in the event of default by a contractor. No interest is credited to the deposit. 


24. CONDITIONAL GRANTS AND RECEIPTS 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the Municipality has complied with any 
of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, conditions or obligations have not been met a 
liability is recognised. 


25. FOREIGN CURRENCIES 

Transactions in foreign currencies are initially recorded at the prevailing exchange rate on the dates of the transactions. Monetary assets and 
liabilities denominated in such foreign currencies are retranslated at the rates prevailing at the reporting date. Exchange differences are included in 
the Statement of Financial Performance. 


26. COMPARATIVE INFORMATION 

26.1 Current year comparatives 

Budgeted amounts have been included in the annual financial statements for the current financial year only. 

26.2 Prior year comparatives 

When the presentation or classification of items in the annual financial statements is amended, prior period comparative amounts are reclassified. 
The nature and reason for the reclassification is disclosed. 
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MOLOPO LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 




2008 

2007 



R 

R 

1. 

PROVISIONS 




Refer Note 2 below. 




2. CREDITORS 


Trade creditors 

- 

- 

Payments received in advance 

- 

- 

Leave pay 

114,060 

57,372 

Retentions 

110,485 

25,726 

Other creditors 

1,179,137 

1,176,859 

Total creditors 

1,403,682 

1,259,957 

The movement in current provisions are reconciled as follows: 

Balance at beginning of year 

57,372 

151,373 

Transfer from non-current 

- 

- 

Contribution to provision 

81,627 

59,071 

Expenditure incurred 

-24,939 

-153,073 

Balance at end of year 

114,060 

57,372 


3. UNSPENT CONDITIONAL GRANTS AND RECEIPTS 


3.1 Conditional grants from other spheres of government 

Municipal systems improvement grant 

Tax capacity grant 

Free basic services grant 

Local government development fund 

Financial assistance grant 

Transitional grant 

LED grant (Charcoal project) 

MIG projects 

Sports development grant 
Financial management grant 
Library fund 

Department of Land Affairs 


Total conditional grants and receipts 


6,351,095 6,427,306 


1,443,646 


1,529,918 

362,010 


362,010 

112,078 


112,078 

1,912,899 


1,912,899 

34,095 


34,095 

690,384 


690,384 

106,047 


106,047 

231,293 


284,997 

1,026,495 


920,475 

432,148 


474,403 

- 


- 


6,351,095 6,427,306 


See Note 10 for reconciliation of grants from other spheres of 
government. 

These amounts are invested in ring-fenced investments until utilised. 


4. VAT 

VAT receivable 259,561 283,690 

VAT is payable on the invoice basis. VAT is paid over to SARS as 
debtors are billed. 
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MOLOPO LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 




2008 

2007 



R 

R 

5. 

PROPERTY, PLANT AND EQUIPMENT 




Refer note 29 for reconciliation of carrying value. 




Land and buildings were revalued to fair value by using market values. 

The effective date of the revaluations were 30 June 2008. The 
revaluation was done by Venter Booysen and Ferreira, registered and 
independent valuators. Market values were determined by the 
averaging of the income capitalization method and the outcomes of 
comparable transactions. In the case where the market market of 
buildings can not be reasonably determined, fair value is based on 
replacement value. 




The revaluation surplus is reconciled as follows: 

Balance at beginning of year 




Revaluation of land and buildings 

10,232,808 

- 


Surplus realised 

- 

- 


Balance at end of year 

10,232,808 

- 


Refer to Appendix A for more detail on property, plant and equipment, 
including those in the course of construction. 

The Municipality has taken advantage of the transitional provisions set 
out in GAMAP 17. This transitional provision allows the municipality 
not to recognize infrastructure assets for a period not exceeding 3 
years after the innitial implementation of the GRAP / GAMAP 
statements. The Municipality is in the process of itemizing all 
infrastructure assets and will recalculate accumulated depreciation 
once this exercise has been completed by 1 July 2009. Furthermore, 
the Municipality has not assessed whether items of property, plant and 
equipment are impaired. It is expected that an assessment of 
impairments will be done by 1 July 2009. 

The municipality did not review the useful life or the depreciation 
method used on the assets recognised in the annual financial 
statements for the 2006/07 financial year due to the exemption granted 
in Gazette 30013. 

The municipality is in the planning phase of a program to recognise 
and revalue all infrastructure assets by 1 July 2009. A team of 
specialists (comprising of engineers, accountants and other relevant 
fields of expertise) will be appointed to do a detailed investigation and 
determination of all infrastructure assets in terms of applicable 
accounting standards. 

Included in land and buildings above are items that may meet the 
definition of investment property but have been included as PPE 
because the municipality had not finalized the process of identifying 
investment property for reporting purposes. These items will be 
transferred to investment property once they have been identified as 
investment property in terms of the definition in IAS 40 (AC 135). 
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2008 2007 
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6. LONG-TERM RECEIVABLES 

No long-term receivables outstanding. 

7. OTHER DEBTORS 

Payments made in advance 
Insurance claims 


Other debtors 

826,699 

919,127 

Sub-total 

826,699 

919,127 

Less: Provision for impairment of receivables 

-701,792 

-781,134 

Total other debtors 

124,908 

137,993 

Reconciliation of impairment of receivables provision 

Balance at beginning of the year 

781,134 

831,312 

Contribution to provision 

22,715 

6,190 

Impairment of receivables written off against provision 

-57,233 

- 

Reversal of previous years provision 

-44,825 

-56,367 

Balance at end of year 

701,792 

781,134 

CALL INVESTMENT DEPOSITS 

Refer Note 9 below. 




BANK, CASH AND OVERDRAFT BALANCES 

The municipality has the following bank account: 

Current account (Primarv account) 

ABSA bank - Vryburg branch - Account number : 4053 7850 45 

Cash book balance at beginning of year 

1,526,288 

1,116,625 

Cash book balance at end of year 

184,002 

1,526,288 

Bank statement balance at beginning of year 

1,620,894 

1,119,716 

Bank statement balance at end of year 

185,750 

1,620,894 

Deposits (Daily) 

Call accounts 

8,251,115 

8,842,313 


Call deposits of Rl, 622, 070 (2007: Rl, 622, 070) are ring-fenced and 
attributable to the Capital replacement reserve. 

Call deposits of R6, 351, 095 (2007: R6, 427, 306) are ring-fenced and 
attributable to Unspent conditional grants and receipts. 

Refer Note 19.9 for a detailed breakdown of call accounts. 
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2007 


R 
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10. GOVERNMENT GRANTS AND SUBSIDIES 



Equitable share 

4,223,043 

4,509,299 

Municipal systems improvement grant 

820,272 

56,895 

MIG projects 

1,055,942 

954,900 

Sports development grant 

- 

80,722 

Financial management grant 

393,980 

- 

Library fund 

292,255 

210,975 

Department of Land Affairs 

- 

11,060,692 

Total government grants and subsidies 

6,785,492 

16,873,483 


10.1 Equitable share 

This grant is utilised to fund the operations of the municipality in 
accordance with the approved MTREF budget. 

10.2 Municipal systems improvement grant 

Balance unspent at beginning of year 1,529,918 852,812 

Current year receipts 734,000 734,000 

Conditions met - transferred to revenue -820,272 -56,895 

Conditions still to be met - transferred to liabilities (see Note 3) 1,443,646 1,529,918 


This grant is used to establish systems within the Molopo Local 
Municipality. No funds have been withheld. 

10.3 Tax capacity grant 

Balance unspent at beginning of year 362,010 362,010 

Current year receipts 

Conditions met - transferred to revenue - 

Conditions still to be met - transferred to liabilities (see Note 3) 362,010 362,010 


This grant is used to establish systems within the Molopo Local 
Municipality for the establishment of an own tax base. No funds have 
been withheld. 

10.4 Free basic services grant 

Balance unspent at beginning of year 112,078 112,078 

Current year receipts 

Conditions met - transferred to revenue - 

Conditions still to be met - transferred to liabilities (see Note 3) 112,078 112,078 


This grant is used to establish systems within the Molopo Local 
Municipality. No funds have been withheld. 
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2008 2007 

R R 

10.5 Local government development fund 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

1,912,899 1,912,899 

Conditions still to be met - transferred to liabilities (see Note 3) 

1,912,899 1,912,899 


This grant is used to build municipal offices for the Molopo Local 
Municipality. No funds have been withheld. 

10.6 Financial assistance grant 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

34,095 34,095 

Conditions still to be met - transferred to liabilities (see Note 3) 

34,095 34,095 


This grant is used to establish financial systems within the Molopo 
Local Municipality. No funds have been withheld. 

10.7 Transitional grant 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

690,384 690,384 

Conditions still to be met - transferred to liabilities (see Note 3) 

690,384 690,384 


This grant is used to establish financial systems within the Molopo 
Local Municipality. No funds have been withheld. 

10.8 LED grant (Charcoal project) 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

106,047 106,047 

Conditions still to be met - transferred to liabilities (see Note 3) 

106,047 106,047 


This grant was used towards the Molopo Charcoal project. No funds 
have been withheld. 

10.9 MIG grant 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

284,997 145,285 

1,002,237 1,094,612 

-1,055,942 -954,900 

Conditions still to be met - transferred to liabilities (see Note 3) 

231,293 284,997 


This grant was used for the construction of various infrastructure 
projects. No funds have been withheld. 
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10.10 Sports development grant 



Balance unspent at beginning of year 

- 

80,722 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

- 

-80,722 

Conditions still to be met - transferred to liabilities (see Note 3) 

. 

. 

This grant was used for the construction of sports related infrastructure 
projects. No funds have been withheld. 



10.11 Financial management grant 



Balance unspent at beginning of year 

920,475 

420,475 

Current year receipts 

500,000 

500,000 

Conditions met - transferred to revenue 

-393,980 

- 

Conditions still to be met - transferred to liabilities (see Note 3) 

1,026,495 

920,475 

This grant is used to establish financial systems within the Molopo 

Local Municipality. No funds have been withheld. 



10.12 Library fund 



Balance unspent at beginning of year 

474,403 

335,378 

Current year receipts 

250,000 

350,000 

Conditions met - transferred to revenue 

-292,255 

-210,975 

Conditions still to be met - transferred to liabilities (see Note 3) 

432,148 

474,403 

This grant was used to fund the libraries in the Molopo Local 
Municipality. No funds have been withheld. 



10.13 Department of Land Affairs 



Balance unspent at beginning of year 

- 

- 

Current year receipts 

- 

11,060,692 

Conditions met - transferred to revenue 

- 

-11,060,692 

Conditions still to be met - transferred to liabilities (see Note 3) 

- 

- 


This grant grant-in-kind was used to fund the purchasing of agricultural 
land for LED projects of the Molopo Local Municipality. No funds have 
been withheld. 

10.13 Changes in levels of government grants 

Based on the allocations set out in the Division of Revenue Act, 
significant increases in the level of government grant funding are 
expected over the forthcoming 3 financial years. 
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R 

11. OTHER INCOME 



Sundry Income 

439 

- 

Commission received: Salary deductions 

302 

642 

Recovery of impairment of receivables 

47,897 

136,624 

LG SETA Grant 

13,003 

- 

R293 Personnel subsidy 

- 

- 

Sundry Income 

11,208 

1,386 

Total other income 

72,849 

138,651 


12. EMPLOYEE RELATED COSTS 



Employee related costs - Salaries and wages 

1,797,324 

1,849,479 

Employee related costs - Contributions to DIF, pensions and medical 

402,604 

275,751 

Travel, motor car, accommodation, subsistence and other allowances 

96,929 

70,131 

Housing benefits and allowances 

74,611 

60,766 

Overtime payments 

1,964 

20,992 

Performance bonus 

- 

160,000 

Long-service awards 

- 

- 

Less: Employee costs capitilised to Property. Pland and Equipment 

- 

- 

Less: Employee costs included in other expenses 

- 

- 

Total employee related costs 

2,373,433 

2,437,120 

There were no advances to employees. Loans to employees are set 



out in Note 6. 



Remuneration of the Municipal Manager 



Annual remuneration 

399,075 

336,192 

Performance bonusses 


160,000 

Settlement 


480,809 

Car allowance 

96,929 

70,131 

Contributions to DIF, medical and pension funds 

89,095 

48,279 

Total 

585,099 

1,095,411 


Remuneration of the Chief Financial Officer 

Due to insufficient funding the municipality utilises the services of the 
Chief Financial Officer of the Dr Ruth Segomotsi Mompati District 
Municipality. 

Remuneration of individual executive managers 

Due to insufficient funding the municipality utilises the services of the 
Executive Managers of the Dr Ruth Segomotsi Mompati District 
Municipality. 
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13. REMUNERATION OF COUNCILLORS 



Mayor 

377,169 

303,517 

Councillors 

820,747 

666,088 

Councillors' pension contribution 

110,341 

87,960 

Total councillors' remuneration 

1,308,258 

1,057,566 


In-kind benefits 

The Mayor is full-time and is provided with an office and secretarial 
support at the cost of the Council. 

The Mayor has use of a Council owned vehicle for official duties. 


14. GRANTS AND SUBSIDIES PAID 

Grants paid to LED projects 43,526 38,259 

Grants paid to Local Municipalities 

Scholarship Bursaries 97,182 105,266 

Total grants and subsidies paid 140,708 143,525 


15. GENERAL EXPENSES 


Included in general expenses are the following: 


Community Functions 

78,013 

32,150 

Special Projects 

60,636 

113,749 

Travel and subsistence : Councillors 

46,991 

135,627 

T ravel and subsistence : Officials 

457,920 

287,199 

Audit Fee 

810,714 

131,892 

Electricity 

77,980 

108,306 

Insurance Premiums 

203,800 

167,272 

Rental equipment 

139,292 

110,957 

Telephone 

153,442 

186,070 

Vehicle - fuel and oil 

360,002 

331,808 

Other general expenses 

636,810 

315,394 


3,025,601 

1,920,424 
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16. CASH GENERATED BY OPERATIONS 

Surplus for the year 

-786,689 

11,748,179 

Adjustment for: 

Depreciation 

558,992 

283,299 

Gain on disposal of property, plant and equipment 

- 

-9,904 

Loss on disposal of property, plant and equipment 

21,467 

2 

Contribution to provisions - current 

- 

- 

Contribution to impairment of receivables provision 

- 

- 

Dividends received 

- 

- 

Investment income 

-803,985 

-713,394 

Interest paid 

- 

- 

Operating surplus before working capital changes: 

-1,010,214 

11,308,181 

(Increase) / decrease in debtors 

- 

- 

(Increase) / decrease in other debtors 

13,085 

5,791 

(Decrease) / increase in conditional grants and receipts 

-76,211 

1,375,120 

(Decrease) / increase in creditors 

143,725 

322,756 

(Decrease) / increase in provisions 

- 

- 

(Increase) / decrease in VAT 

24,129 

24,163 

Cash generated by / (utilised in) operations 

-905,486 

13,036,010 


17. CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement 
comprise the following statement of amounts indicating financial 
position : 

Bank balances and cash 8,435,617 10,369,102 

Total cash and cash equivalents 8,435,617 10,369,102 
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18. UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL 
EXPENDITURE DISALLOWED 

18.1 Fruitless and wastefull expenditure 

Balance brought forward 480,809 

Fruitless and wastefull expenditure current year 7,200 480,809 

Condoned or written-off by council -480,809 

Recovery of fruitless and wastefull expenditure - 


Balance carried forward 

7,200 

480,809 

18.1.1 Settlement payment to former municipal manager 

_ 

480,809 

On 31 October 2006, the former Municipal Manager's 5 year 
employment contract came to an end and was then extended for a 
further period of 12 months up to 31 October 2007. His extended 
contract was however terminated 6 months prior to termination of the 
renewed contract and as a result of this he was given a settlement 
payment. 



The settlement payment was investigated and presented to council in 
the 2007/08 financial year. It was decided that the amount was not 
recoverable and it was written-off. 



18.1.2 Traffic fine 

100 

. 

Traffic fine paid during the year due to an avoidable traffic violation. 

This expense will be investigated and presented to council for decision 
on recovery or write-off in the 2008/09 financial year. 



18.3.3 Pool vehicle misuse 

7,100 

- 

Several incidences of potential pool vehicle misuse was identified 
during the year. The expenses relating to the potential misuse will be 
investigated and presented to council for decision on recovery or write- 
off in the 2008/09 financial year. 



18.2 Unauthorized expenditure 



Balance brought forward 

302,319 

- 

Unauthorized expenditure current year 

2,224,940 

302,319 

Condoned or written-off by council 

- 

- 

Recovery of unauthorized expenditure 

- 

- 

Balance carried forward 

2,527,259 

302,319 

18.2.1 Over expenditure on operating budget votes - 2006/07 year 

302,319 

302,319 


The over expenditure on individual votes for the year, mainly brought 
on by changes in accounting of the GRAP conversion process, is cash 
backed and will be presented to council for approval in the 2008/09 
financial year. 
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18.2.2 Over expenditure on operating budget votes - 2007/08 year 

2,224,940 


The over expenditure on individual votes for the 2007/08 financial year 
is cash backed and will be presented to council for approval in the 
2008/09 financial year. 



18.3 Irregular expenditure 



Balance brought forward 

- 

- 

Irregular expenditure current year 

390,758 

- 

Condoned or written-off by council 

- 

- 

Recovery of irregular expenditure 

- 

- 

Balance carried forward 

390,758 

- 

18.3.1 Mayoral vehicle: deemed private use 

187,055 

_ 

The municipality provided a council vehicle to the Mayor for his 
exclusive use. As no accurate records were maintained to distinguish 
between private and business use, the entire kilometers travelled for 
the year is deemed to be private. The deemed private portion of the 
use thereof is in excess of the upper limits for remuneration of 
councillors per the Public Office Bearers Act. This expense will be 
investigated and presented to council for decision on recovery or write- 
off in the 2008/09 financial year. 



18.3.2 Mayoral credit card: balance due 

6,703 

2,273 

The municipality provided a credit card to the Mayor for his exclusive 
use to pay for accommodation and related costs. On a monthly basis 
invoices are to be submitted to the finance department as proof of 
expenditure on behalf of the municipality. Where no such proof is 
submitted the expense is allocated to a sundry debtor account to be 
recovered from the Mayor. This expense will be investigated and 
presented to council for decision on recovery or write-off in the 2008/09 
financial year. 



18.3.3 Sitting, testing and drilling of borehole 

197,000 

- 


The quotation for the sitting, drilling and testing of a borehole was 
awarded to Ipintombi Construction cc. The quotation was however not 
awarded to the qualifying bidder with the highest points. This quotation 
appointment will be investigated and presented to council for decision 
on recovery or write-off in tbe 2008/09 financial year. 

i) No further material losses or material irregular or fruitless and wasteful expenditures or material unauthorized 
expenditure had occurred during the financial year. 

ii) No criminal or disciplinary steps were taken as a result of losses from the above. 

iii) No material losses have been recovered or written-off. 
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19. ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 
MANAGEMENT ACT 


19.1 Contributions to organised local government: SALGA NW 

Opening balance 
Council subscriptions 
Amount paid - current year 
Amount paid - previous year 

Balance overpaid (included in debtors) 

19.2 Audit fees 

Opening balance 
Current year audit fees 
Amount paid - current year 
Amount paid - previous year 

Balance unpaid (included in creditors) 

19.3 VAT 

VAT inputs receivables and VAT outputs receivables are shown in Note 
4. All VAT returns have been submitted by the due date throughout the 
year. 

19.4 PAYE and UIF 

Opening balance 
Current year payroll deductions 
Amount paid - current year 
Amount paid - previous year 

Balance unpaid (included in creditors) 

The balance unpaid represents PAYE over deductions in previous 
years re-imbursed in error by SARS. This matter has been resolved 
with SARS in the 2007/08 year. 

19.5 Pension and medical aid deductions 

Opening balance 

Current year payroll deductions and council contributions 
Amount paid - current year 
Amount paid - previous year 

Balance unpaid (included in debtors) 

The balance unpaid represents pension and medical aid differences on 
control accounts brought forward from previous years. These 
accounts are in the process of being reconciled. 

19.6 Councillors' arrear consumer accounts 

The following sundry debtor balances were outstanding for more than 
90 days from councillors: 

Cllr. SKM NamusI 


11,290 

10,110 

-11,290 

-10,110 

. 

. 

810,714 

131,892 

-810,714 

-131,892 

- 

- 


3,084 

-1,168 

669,049 

472,261 

-692,455 

-472,261 

- 

1,168 

18,514 

0 


1,336 

-0 

789,506 

558,890 

-788,910 

-557,555 

228 

- 

2,160 

1,336 


6,384 

2,085 

6,384 

2,085 


No arrears are outstanding from any councillor to the municipality for 
rates or services. 
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19.7 Non-compliance with Chapter 11 of the Municipal Finance 

Management Act 

No non-compliance with Chapter 11 of the MFMA 


19.8 Transactions with related parties 

Transactions entered into with Tosca Trust - Councillor F.G. Louwrens 


- Rent 

52,860 

49,018 

- Shop 

2,045 

15,031 

- Fuel 

150 

31,771 

- Equipment to LED project 

21,996 

- 

- Security huts supplied 

15,702 

- 

- Guesthouse - Accommodation 

21,204 

1,832 




113,957 

97,652 

19.9 Summary of investments (call accounts) 







Balance 

Description 

Bank 

Account no 

R 

MSI Grant 

ABSA 

9095211992 

1,733,505 

Tax Capacity Grant 

ABSA 

9095211853 

364,738 

Financial Assistance grant 

ABSA 

9095212427 

34,367 

Free Basic Services Grant 

ABSA 

9095211722 

112,922 

Development Fund 

ABSA 

9095212223 

1,927,303 

Capital Development Fund 

ABSA 

9101972064 

1,659,940 

Scholarship Bursary Reserve 

ABSA 

9119531373 

-0 

Transitional Fund 

ABSA 

9119531975 

695,434 

Charcoal Project 

ABSA 

9119532400 

106,823 

CMIP 

ABSA 

9119534119 

131,869 

Sports Development Grant 

ABSA 

9123579024 

-0 

Financial Management grant 

ABSA 

9141990078 

966,493 

Library Fund 

ABSA 

9141923695 

514,472 

Molopo Social Club 

ABSA 

9168013506 

3,250 




8,251,115 

19.10 Ooerating lease commitments 




The municipality's future minimum commitments are as follows: 



- Due within one year 


200,955 

103,192 

- Due between one and five years 


489,698 

307,905 

- Due after five years 


- 

- 

Total 


690,653 

411,097 

19.11 Deviation from and ratification of minor breaches of 



orocurement processes 




19.11.1 Photographer at Mayoral Inauguration 


7,700 

- 


The expense is above the R2,000 threshold for petty cash processes. 
Only one quotation was however obtained as it was impossible to 
obtain three due to the fact that the service provider was the only one 
available at short notice. 
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20. CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure: 

- Approved and contracted for 

- Approved but not yet contracted for 


2,254,125 

- 

6,300,000 

9,815,705 


Total 8,554,125 9,815,705 


This expenditure will be financed from: 


- External loans 

- 


5,000,000 

- Capital replacement reserve 

1,080,505 


1,294,194 

- Government grants 

7,473,620 


- 

- Own resources 

- 


3,521,511 


Total 


8,554,125 9,815,705 


21. RETIREMENT BENEFIT INFORMATION 

Councillors and employees belong to 3 defined contribution retirment 
funds: 

21.1 Cape Joint Retirment Fund 

The last actuarial valuation of the Cape Joint Retirement Pension Fund 
was done at 30 June 2007. This valuation indicated that the fund is in 
a sound financial condition at the valuation date. 

21.2 Government Employees Pension Fund 

The Government Employees Pension Fund is a defined contribution 
arrangement and is governed by the Government Employees Pension 
Fund Law, 1996 in terms of Proclamation 21 of 19 April 1996. 
Actuarial valuations are performed every 3 years. The last actuarial 
valuation of the Government Employees Pension Fund was done at 31 
March 2006. This valuation indicated that the fund is in a financially 
sound position yet funded at a level of 100%. 

21.3 Municipal Councillors Pension Fund 

The Councillors of the Municipality are members of the Municipal 
Councillors Pension Fund which is a defined contribution fund and 
governed by the Pension Funds Act of 1956. The fund was established 
in 1988 and an actuarial valuation is carried out every 3 years. The 
last actuarial valuation of the Municipal Councillors Pension Fund was 
done at 30 June 2006. This valuation indicated that the fund is in a 
sound financial position and that the present rate of contribution is 
adequate to enable the Fund to provide the benefits to which members 
are entitled. 

21.4 Retirement Funding Contributions 

An amount of R382,709 (2007 : R282,074) was contributed by Council 
in respect of councillor and employees retirement funding. These 
contributions have been expensed. 
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22. CONTINGENT LIAIBILITIES 

22.1 Labour matter 

An ex-employee is claiming that he had been unfairly dismissed and 
this was opposed by the Municipality. The claim against the 
Municipality is for re-instatement or alternatively payment of salary for 
a period of 12 months. Proceedings are finalized save for the ruling 
which is awaited. It is estimated that a total of R127,000 (Including 
legal fees) could be payable If he is successful. 


23. CONTINGENT ASSETS 

No known contingent assets. 


24. IN-KIND DONATIONS AND ASSISTANCE 

The municipality received no in-kind donations and assistance. 


25. EVENTS AFTER THE REPORTING DATE 

No other material litigation is outstanding against the Municipality and 
no other post balance events have occurred after year-end and up to 
the date of the completion of these financial statements. 


26. COMPARISON WITH THE BUDGET 

The comparison of the Municipality's actual financial performance with 
that budgeted is set out in Annexures D(l) and D(2). 

27. FINANCIAL RISK MANAGEMENT 

The activities of the municipality expose it to a variety of financial risks, 
including market risk (comprising Currency risk, fair value interest rate 
risk, cash flow interest rate risk and price risk), credit risk and liquidity 
risk. The municipality’s overall risk management programme focuses 
on the unpredictability of financial markets and seeks to minimise 
potential adverse effects on the municipality’s financial performance. 


27.1 Foreign exchange currency risk 

The municipality does not engage in foreign currency transactions. 

27.2 Interest rate Risk 

The Municipality is mainly exposed to interest rate risk due to the 
movements in long-term and short term interest rates. This risk is 
managed on an ongoing basis. 
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2008 2007 

R R 


27.3 Credit Risk 

Credit risk is the risk that a counter party to a financial or non-financial 
asset will fail to discharge an obligation and cause the Municipality to 
incur financial loss. 

Credit risk arises mainly from cash and cash equivalents, instruments 
and deposits with banks and financial institutions, as well as credit 
exposures to consumer and grant debtors. 

For banks and financial institutions, only independently rated parties 
with a minimum rating of ‘B+’ are accepted. Grants are receivable 
from higher order levels of government. In the case of consumer 
debtors the municipality effectively has the right to terminate services 
to customers but in practice this is difficult to apply. This increases the 
credit risk in respect of consumer debtors. The risk of non- payment is 
managed on an ongoing basis and where practical, services are 
terminated and procedures applied to recover outstanding amounts 
owing and an appropriate level of impairment provision for default is 
maintained. 

27.4 Liquidity Risk 

Liquidity risk is the risk that the municipality will encounter difficulty in 
raising funds to meet commitments associated with financial liabilities. 


Prudent liquidity risk management includes maintaining sufficient cash 
and marketable securities, the availability of funding from an adequate 
amount of committed credit facilities and the ability to close out market 
positions. 

The financial liabilities of the municipality are backed by appropriate 
assets and it has adequate liquid resources. The Council monitors the 
cash projections and by ensuring that borrowing facilities are available 
to meet its cash requirements. 

27.5 Other risks 

Potential concentrations of credit risk and interest rate risk consist 
mainly of fixed deposit investments, long-term debtors, consumer 
debtors, other debtors, short-term investment deposits and bank and 
cash balances. 

The municipality limits its counterparty exposures from its money 
market investment operations by only dealing with well-established 
financial institutions of high credit standing. The credit exposure to any 
single counterparty is managed by setting transaction / exposure limits, 
which are included in the municipality's Investment Policy. These 
limits are reviewed annually by the CFO and authorised by the 
Municipal Council. 
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2008 2007 

R R 


The municipality does not carry any direct consumer debtors as the 
Water Services Authority in the District. Water and sewerage services 
are currently performed by appointed water service providers. The 
municipality is therefore not exposed to the non-payment risk that 
consumer debtors present. 

Long-term Receivables and Other Debtors are individually evaluated 
annually at year-end date for impairment or discounting. A report on 
the various categories of debtors is drafted to substantiate such 
evaluation and subsequent impairment / discounting, where applicable. 


28. CORRECTION OF PRIOR PERIOD ERRORS 


Previous period errors were corrected on the Annual Financial 
Statements and the effect thereof on each line item is as follows: 


Previous balance 


Restated balance 

for 2007 

Effect in 2007 

for 2007 

R 

R 

R 


STATEMENT OF FINANCIAL PERFORMANCE 


Revenue 


Rental of facilities and equipment 

32,206 

-1,791 

30,416 

Government grants and subsidies 

16,694,483 

179,000 

16,873,483 

Gains on disposal of PPE 

13,479 

-3,575 

9,904 

Expenditure 

Employee related costs 

2,399,756 

37,364 

2,437,120 

Repairs and maintenance 

118,119 

5,986 

124,105 

General expenses 

1,948,878 

-28,455 

1,920,424 


STATEMENT OF FINANCIAL POSITION 


Nett assets 


Capital replacement reserve 

1,647,796 

-25,726 

1,622,070 

Government grant reserve 

2,786,007 

179,000 

2,965,007 

Accumulated surplus / (deficit) 

13,384,125 

20,466 

13,404,590 

Current liabilities 

Creditors 

1,203,355 

56,601 

1,259,957 

Non-current assets 

Property, plant and equipment 

15,215,642 

194,000 

15,409,642 

Current assets 

Other debtors 

104,458 

33,535 

137,993 

VAT 

280,883 

2,807 

283,690 
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2008 

R 


2007 

R 


Employee related costs and creditors were understated by R37,364 
due to the fact that acting allowance was not recorded in the correct 
financial year. 

General expenses were understated by R14,lll, VAT were 
understated by Rl,051 and creditors were understated by R15,162 due 
to the fact that rental expenditure was not recorded in the correct 
financial year. 

Revenue, PPE and the Government Grant Reserve was understated by 
R179,000 and the Accumulated Surplus was overstated by the same 
amount due to the fact that assets donated to the municipality were not 
recorded. 

Gains on disposal of PPE was overstated by R3,575, VAT was 
understated by R500 and creditors were understated by R4,075 due to 
the fact that commission on the sale of PPE was not recorded in the 
correct financial year. 

General expenses was understated by R3,635, Repairs and 
maintenance was understated by R5,986, Debtors was overstated by 
R12,665, VAT was understated by Rl,255 and Revenue was 
overstated by Rl,791 due to the fact that rental income on farm land 
and related expenditure was not reconciled. 

Debtors was understated and General expenses was overstated by 
R46,200 due to the overpayment of equipment rental not recovered in 
the same year. 

PPE was understated and Accumulated Surplus was overstated by 
R15,000 due to the fact that the asset was not correctly classified when 
purchased. 

The Capital Replacement Reserve was overstated and Accumulated 
Surplus was understated by R25,726 due to the fact that the transfer 
was not made from the reserve. 

Debtors and Creditors was understated by R8,537 due to the fact that 
employees tax was not correctly calculated on fringe benefits. 
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Land and 
buildings 


Infrastructure 


Community 


Official 

vehicles 


R 


R 


R 


R 


Machinery 

and 

equipment 

R 


Office 

equipment 

R 


Office 

furniture 

R 


Computer 

equipment 

R 


Total 

R 


29. PROPERTY, PLANT AND EQUIPMENT - RECONCILIATION OF CARRYING VALUE 


Carrying values at 1 July 2007 

Cost 

Correction of error 
Revaluation 

Accumulated depreciation 

- Cost 

- Revaluation 


10,896,692 


1,840,896 

10,896,692 


1,840,896 

- 

- 


1,239,393 


1,239,393 


1,145,663 

1,387,895 


-242,232 

242,232 


149,428 

221,170 


-71,741 

71,741 


41,333 

127,038 


-85,704 

85,704 


96,295 

230,983 


-134,688 

134,688 


14 


91,077 


-91,063 

91,063 


15,409,714 

16,035,143 


-625,429 

625,429 


Acquisitions 

Capital under construction 
Increases / decreases in revaluation 
Depreciation 

- based on cost 

- based on revaluation 
Carrying value on disposals 

Cost / revaluation 
Accumulated depreciation 
Impaired losses 
Other movements 


197,000 

10,232,808 


725,935 

873,423 


86,362 


10,405 


111,059 


337,008 


22,784 


- 


22,784 

- 

- 

- 


- 


76,385 

277,579 

76,385 


277,579 

- 

0 

- 


0 


56,001 

30,229 

56,001 


30,229 

-21,000 

-3,274 

-21,000 


-4,342 

1,068 


37,333 

58,682 

37,333 


58,682 

- 

- 

- 


- 


1,467,770 

873,423 

10,232,808 

558,992 

558,992 


-24,274 

-25,342 

1,068 


Carrying values at 30 June 2008 

Cost 

Revaluation 

Accumulated depreciation 

- Cost 

- Revaluation 


21,326,500 


1,818,112 


2,762,366 


868,084 


158,790 


18,236 


170,020 


278,341 


27,400,449 


11,093,692 

10,232,808 


1,840,896 

-22,784 

22,784 


2,838,751 

-76,385 

76,385 


1,387,895 

-519,811 

519,811 


286,532 

-127,743 

127,743 


133,101 

-114,865 

114,865 


342,042 

-172,021 

172,021 


428,086 

-149,745 

149,745 


18,350,994 

10,232,808 

-1,183,354 

1,183,354 


Refer to Appendix D(2) for the comparison with the approved budget 
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Land and 
buildings 


Infrastructure 


Community 


Official 

vehicles 


R 


R 


R 


R 


Machinery 

and 

equipment 

R 


Office 

equipment 

R 


Office 

furniture 

R 


Computer 

equipment 

R 


Total 

R 


RECONCILIATION OF CARRYING VALUE 


Carrying values at 1 July 2006 

Cost 

Correction of error 
Revaluation 

Accumulated depreciation 

- Cost 

- Revaluation 


15,000 


511,083 

15,000 


1,750,476 

-1,239,393 

“ 

- 


1,239,393 


1,239,393 


955,365 

1,174,947 


-219,582 

219,582 


6,997 


72,170 


-65,173 

65,173 


59,377 

118,050 


-58,673 

58,673 


115,318 

218,721 


-103,403 

103,403 


193 

127,047 

-126,855 

126,855 


2,902,725 

3,476,411 


-573,686 

573,686 


Acquisitions 

Capital under construction 
Increases / decreases in revaluation 
Depreciation 

- based on cost 

- based on revaluation 
Carrying value on disposals 

Cost / revaluation 
Accumulated depreciation 
Impaired losses 
Other movements 


10,881,692 


1,329,813 


651,081 


149,000 


8,988 


12,189 


13,032,763 


218,237 

218,237 


-242,546 

-438,133 

195,587 


6,569 

6,569 


27,031 

27,031 


31,285 

31,285 


177 

177 




-35,970 

35,968 


283,299 

283,299 


-242,548 

-474,103 

231,555 


Carrying values at 30 June 2007 

Cost 

Revaluation 

Accumulated depreciation 

- Cost 

- Revaluation 


10,896,692 


1,840,896 


1,239,393 


1,145,663 


149,428 


41,333 


96,223 


14 


15,409,642 


10,896,692 


1,840,896 


1,239,393 


1,387,895 


-242,232 

242,232 


221,170 

-71,741 

71,741 


127,038 


230,911 


-85,704 

85,704 


-134,688 

134,688 


91,077 

-91,063 

91,063 


5,138,379 

10,896,692 

-625,429 

625,429 
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ANALYSIS OF PROPERTY PLANT AND EQUIPMENT AS AT 30 JUNE 2008 




Cost / Revaluation 




Accumulated depreciation 














Carrying 


Opening 

balance 

Additions 

Under 

construction 


Disposals 

Closing 

balance 

Opening 

balance 

Additions 

Disposals 

Closing 

balance 

value 


R 

R 

R 


R 

R 

R 

R 

R 

R 

R 

Land and buildings 

10,896,692 

10,429,808 




21,326,500 





21,326,500 

Infrastructure 

1,840,896 

- 

- 


- 

1,840,896 

- 

22,784 

- 

22,784 

1,818,112 

Community 

1,239,393 

725,935 

873,423 


- 

2,838,751 

- 

76,385 

- 

76,385 

2,762,366 

Official vehicles 

1,387,895 

- 

- 


- 

1,387,895 

242,232 

277,579 

-0 

519,811 

868,084 

Machinery and equipment 

221,170 

86,362 

- 


-21,000 

286,532 

71,741 

56,001 

- 

127,743 

158,790 

Office equipment 

127,038 

10,405 

- 


-4,342 

133,101 

85,704 

30,229 

-1,068 

114,865 

18,236 

Office furniture 

230,983 

111,059 

- 


- 

342,042 

134,688 

37,333 

- 

172,021 

170,020 

Computer equipment 

91,077 

337,008 

- 


_ 

428,086 

91,063 

58,682 

- 

149,745 

278,341 

TOTAL 

16,035,143 

11,700,578 

873,423 

-25,342 

28,583,802 

625,429 

558,992 

-1,068 

1,183,354 

27,400,449 
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SEGMENTAL ANALYSIS OF PROPERTY PLANT AND EQUIPMENT AS AT 30 JUNE 2008 





Cost / Revaluation 




Accumulated depreciation 














Carrying 


Opening 

balance 

Additions 

Revaluation 

Linder 

construction 

Disposals 

Closing 

balance 

Opening 

balance 

Additions 

Disposals 

Closing 

balance 

value 


R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

Office of the Mayor 

42,779 

1,271 




44,051 

5,215 

1,837 


7,052 

36,999 

Councillors 

138 

- 

- 

- 

- 

138 

- 

20 

- 

20 

118 

Office of the Municipal Manager 

14,943 

27,420 

- 

- 

-4,342 

38,021 

7,229 

7,835 

-1,068 

13,997 

24,024 

Budget and treasury office 

16,478 

15,167 

- 

- 

- 

31,645 

286 

6,643 

- 

6,929 

24,716 

Corporate services 

1,725,779 

331,768 

10,000 

- 

- 

2,067,547 

601,981 

352,615 

- 

954,596 

1,112,951 

IDP 

3,534 

28,798 

- 

- 

- 

32,332 

1,076 

8,887 

- 

9,964 

22,369 

Environmental health 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Engineering services 

3,080,289 

748,902 

- 

873,423 

- 

4,702,613 

- 

104,013 

- 

104,013 

4,598,600 

Local economic development 

11,060,692 

215,096 

10,222,808 

- 

-21,000 

21,477,596 

- 

51,852 

- 

51,852 

21,425,744 

Library services 

90,511 

99,348 

_ 

- 

_ 

189,860 

9,642 

25,290 

- 

34,932 

154,928 

TOTAL 

16,035,143 

1,467,770 

10,232,808 

873,423 

-25,342 

28,583,802 

625,429 

558,992 

-1,068 

1,183,354 

27,400,449 
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SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE PERIOD ENDED 30 JUNE 2008 



2008 

2007 

Actual income 

R 

Actual Expenditure 

R 

Surplus / (Deficit) 

R 

Actual income 

R 

Actual Expenditure 

R 

Surplus / (Deficit) 

R 

Office of the Mayor 

581,284 

817,081 

-235,797 

620,581 

742,197 

-121,616 

Councillors 

637,163 

934,530 

-297,366 

680,380 

800,750 

-120,370 

Office of the Municipal Manager 

560,855 

995,586 

-434,732 

598,895 

1,171,745 

-572,850 

Budget and treasury office 

1,640,093 

2,533,783 

-893,690 

715,670 

683,232 

32,438 

Corporate services 

2,165,036 

2,303,803 

-138,767 

2,036,269 

2,191,554 

-155,284 

IDP 

166,371 

335,016 

-168,645 

157,762 

196,243 

-38,481 

Environmental health 

3,000 

- 

3,000 

3,204 

1,518 

1,686 

Engineering services 

1,205,943 

214,680 

991,263 

1,195,798 

- 

1,195,798 

Local economic development 

400,527 

66,776 

333,751 

11,488,385 

38,259 

11,450,126 

Library services 

346,549 

292,255 

54,294 

268,905 

192,173 

76,732 

Total 

7,706,822 

8,493,511 

-786,689 

17,765,849 

6,017,670 

11,748,179 
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MOLOPO LOCAL MUNICIPALITY 
APPENDIX D(l) 

ACTUAL VERSUS BUDGET (REVENUE AND EXPENDITURE) FOR THE PERIOD ENDED 30 JUNE 2008 



2008 



Actual 

Budget 

Variance 

Variance 



R 

R 

R 

% 

Explanation of significant variances greater than 10% versus budget 

REVENUE 

Rental of facilities and equipment 

44,496 


44,496 

100% 

Rental on farms not previously provided for on budget 

Interest earned - external investments 

722,004 

500,000 

222,004 

44% 

Higher than anticipated interest rates and conditional grants not yet spent 

Interest earned - bank 

71,981 

70,000 

1,981 

3% 

- 

Interest earned - outstanding debtors 

10,000 

- 

10,000 

100% 

Interest on outstanding debtors per attorneys - not anticipated 

Government grants and subsidies 

6,785,492 

9,002,830 

-2,217,338 

-25% 

New office building not started - conditional grant funds not required 

Other income 

72,849 

- 

72,849 

100% 

LG Seta sundry grants not anticipated 

Public contributions and donations 

- 

- 

- 

0% 

- 

Gains on disposal of PPE 

- 

- 

- 

0% 

- 

TOTAL REVENUE 

7,706,822 

9,572,830 

-1,866,008 

-19% 


EXPENDITURE 

Employee related costs 

2,373,433 

2,256,267 

-117,166 

-5% 

Higher than anticipated contract negotiated 

Remuneration of councillors 

1,308,258 

1,288,108 

-20,150 

-2% 

Councillors remunerated per Government Gazette - insufficient funds per budget 

Impairment of receivables 

23,858 

- 

-23,858 

-100% 

Impairment of receivables not anticipated 

Collection costs 

- 

- 

- 

0% 

- 

Depreciation 

558,992 

- 

-558,992 

100% 

Depreciation not provided for in error 

Impairment of PPE 

- 

- 

- 

0% 

- 

Repairs and maintenance 

353,832 

125,955 

-227,877 

-181% 

Bray Sports Ground grass re-planted - not anticipated 

Interest paid 

- 

200,000 

200,000 

100% 

New office building not started - DBSA loans not required 

Bulk purchases 

- 

- 

- 

0% 

- 

Contracted services 

687,362 

934,000 

246,638 

26% 

FMG and MSIG spending not as anticipated 

Grants and subsidies paid 

140,708 

500,523 

359,815 

72% 

LED projects funds utilised under repairs and maintenance 

General expenses 

3,025,601 

1,247,859 

-1,777,741 

-142% 

Audit fees, travel and subsistence and Vehicles fuel and oil - higher than anticipated 

Loss on disposal of PPE 

21,467 

- 

-21,467 

-100% 

Loss on disposal not anticipated 

TOTAL EXPENDITURE 

8,493,511 

6,552,712 

-1,940,799 

-30% 








NET SURPLUS / (DEFICIT) FOR THE YEAR 

-786,689 

3,020,118 

-3,806,807 

-126% 
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APPENDIX D(2) 

ACTUAL VERSUS BUDGET (ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT) FOR THE PERIOD ENDED 30 JUNE 2008 



2008 

Explanation of significant variances greater than 10% versus budget 

Actual 

R 

Under 

construction 

R 

Total additions 

R 

Budget 

R 

Variance 

R 

Variance 

% 

Office of the Mayor 

1,271 


1,271 


-1,271 

-100% 

Additional equipment not anticipated per budget 

Councillors 

- 

- 

- 

- 

- 

0% 

- 

Office of the Municipal Manager 

27,420 

. 

27,420 

20,000 

-7,420 

-37% 

Not required during the year 

Budget and treasury office 

15,167 

- 

15,167 

135,000 

119,833 

89% 

Not required during the year 

Corporate services 

331,768 

- 

331,768 

647,796 

316,028 

49% 

Bid price for networking infrastructure and new computers lower than budget 

IDP 

28,798 

- 

28,798 

- 

-28,798 

-100% 

Previously provided for under Corporate Services 

Environmental health 

- 

- 

- 

- 

- 

0% 

- 

Engineering services 

748,902 

873,423 

1,622,325 

9,415,118 

7,792,793 

83% 

New office building not started 

Local economic development 

215,096 

- 

215,096 

- 

-215,096 

-100% 

Unanticipated expenditure to Bray sports facility 

Library services 

99,348 

- 

99,348 

- 

-99,348 

-100% 

Additional equipment to libraries not anticipated per budget 

TOTAL 

1,467,770 

873,423 

2,341,193 

10,217,914 

7,876,721 

77% 
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